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P-ROCEEDI-NGS
(9:38 a.m)

MR. HAMVOND: Good norning, and 1'd |ike
to thank everybody for comng and al so thank everybody
for their patience this norning. There have been a
little bit of traffic delays and |[|ogistica
difficulties and appreci ate your bearing wth us as we
get started.

| think we have plenty of time this
nmorning to go through all the panels and listen to
everybody, so the delay certainly won't have any
effect on the proceedings today other than the late
start.

My nane is Don Hammond. |'m the Deputy
Fi scal Assistant Secretary at the Treasury Departnent,
and |'d really like to welcone to you again today to
our proceedi ngs. | think that we appreciate your
interest in this inportant matter and we | ook forward
to hearing your insights and concerns throughout the
sessi on today.

Before we proceed, | would like to thank
t he Federal Reserve Bank as always for its outstanding
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| ogistical work and the use of its facilities. I
think as you can see they've done an outstanding job
again today in accommodati ng everyone.

| would also like to introduce ny fell ow
panelists this norning. To ny right is Larry Stout.
He's the Assistant Conmm ssioner at the Financial
Managenent Service for Federal Finance. To ny left is
Larry Massanari. He's the Regional Conm ssioner for
t he Soci al Security Adm ni stration for t he
Phi | adel phi a Regi on. To ny far left is Mchael
Johnson. M chael is the D rector of the Paynent
Recovery Policy Staff at the Social Security
Adm nistration as well. And to ny far right is Bettsy
Lane who's the Director of the Cash Mnagenent
Directorate of the Financial Mnagenent Service and
will be our noderator this norning as well.

In witing the proposed regul ations, the
Treasury Departnent net with nunerous groups, in fact
many of you in this audi ence today, including consuner
and community organizations, trade associations,
vendors, financial institutions and other financial
service providers to gather as nuch insight as
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possible into what EFT neans to these groups and to
your constituencies. W nade every attenpt to adhere
to four basic but critical principles from our
standpoint in drafting the proposal.

The first is that the transition to EFT
should be acconplished wth the interests of
reci pients being of paranount inportance. The second
is that our policies should maxi mze private sector
conpetition for the business of handling federal
payments so that recipients not only have a broad
range of paynent options but also receive their
paynments at a reasonable cost wth substantial
consuner protections and with the greatest possible
conveni ence, efficiency and security.

The third principle was that recipients,
and especially those having special needs, the
elderly, individuals with physical disabilities and
those living in rural or renote |ocations, should not
be disadvantaged by the transition to EFT and the
fourth is that the EFT 99 Program should bring
reci pients without bank accounts into the mainstream
of the financial systemas nuch as possible.
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Wth these criteriain mnd, | wuld again
like to stress how essential your input is today and
t hroughout the comrent period which is open unti
Decenber 16th to witing a final regulation that is
fair, practical and neets all of the recipients’
varyi ng needs.

At this point in the process, |I'd like to
turn things over to Bettsy and she'll proceed with the
proceedi ngs. Thank you.

M5. LANE: Thank you, Don, and thank al
of you for com ng today. W're going to ask the
panelists tolimt their remarks to 10 mnutes or |ess
and at the end of each panel there wll be an
opportunity for questions fromthe governnent panel.
| want to remnd you that we are in a rul emaking
process. Wat this neans is the panelists may not get
answers to all their questions today. W're here to
listen to input.

The proceedings wll be recorded and the
docunent will be available on the FM5 web site within
two weeks. For those people who do not have access to
the Internet, we will provide a paper copy if you
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indicate that's your preference.

| assune that you picked up a packet of
i nformati on when you arrived and you woul d al so have
received a notice that we are adding a hearing in Los
Angel es on Decenber 9, 1997. So that is well a week
bef ore the coment period ends on Decenber 16th. |
woul d al so have you note that there's a toll free
number for information about that hearing or to
register.

Let ne introduce the first panel. The
first panel will be two individuals, Robert Mrin who
is the AARP VOTE Congressional District coordinator
and Jerry Reynolds, the Chairman of the EFT
Subcomm ttee of the National Community Rei nvestnent
Coalition. W'Il start with M. Morin.

MR.  MORI N: Thank you. Good norni ng,
menbers of the panel, guest panelists and nenbers of
t he audi ence. Thank you on behalf of the American
Associ ation of Retired Persons for inviting us here
this norning. M name is Robert Mrin and | am AARP' s
VOTE Program District Coordinator for the 8th
Congressional District in Maryland. | shall present
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our views regarding the U S. Departnent of Treasury's
proposed regulations to inplement EFT 99. Today we
want to comment on the essential elenments of the
el ectronic transfer accounts that are necessary to
nmeet the needs of unbanked federal paynent recipients.

AARP has a major interest in the EFT 99
mandat e which requires alnost all federal paynments to
be made el ectronically by January of 1999 or 2000 if
t he paynment recipients are unbanked. This nmandate has
a disproportionate inpact on older Anmericans. Sone
6.5 mllion Social Security and SSI recipients do not
have bank accounts. El even percent of all Soci al
Security and 58 percent of all SSI recipients are
wi t hout bank accounts. According to a Treasury study,
the nmajor reason federal paynent recipients do not
have bank accounts is that they do not believe they
have enough noney to justify an account.

G her reasons cited by recipients include
they do not need an account, account fees are too high
and they may have problens nmanaging an account.
However, because 58 percent of unbanked recipients
cash their checks at banks, a formal relationship with
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financial institutions may be possible if appropriate
services are offered to the unbanked.

The chief obstacles to building banking
rel ationships include recipients have a low or a
limted nunmber of nonthly paynents that represent
most, if not all, household incone. They have an
inability to afford banking fees and there is a | ack
of protection against an increase in these fees.
Their community is isolated or they are renote from
banks and there are Iimtations that inhibit persons
wth disabilities from accessing their paynents.
Unl ess these issues are addressed, it is unclear how
mandatory EFT or the default account ETAs wll
i ncrease access to the banking system In fact, the
new requi rements may force many unbanked i ndivi dual s
to pay fees that they currently are not required to
pay.

For exanple, 30 percent of unbanked
recipients regularly cash their checks for free at
grocery stores and super markets and they are now abl e
to avoid additional transaction costs by using cash
wher ever possible. Oher problens the unbanked have
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wi th EFT include uncertainty regardi ng when a paynent
will arrive, problens accessing noney if an account is
frozen or under dispute such as in the case of a
divorce, and the fear of slow resolution to the
problem of late or m ssing paynents. Al so, nmany
ol der check recipients sinply prefer to personally
handl e their noney while others sinply dislike witing
checks or using automated services.

Please note that a plurality of al
federal recipients in the Treasury study object to
mandatory EFT. Gven the particular vulnerability of
banked as well wunbanked consuners living on limted
and fixed incones, it is critical that the
inpl enmenting regulations be carefully crafted to
i ncl ude consumer protections. AARP recommends that
Treasury limt transaction and account fees, require
m ni mal banki ng accounts with Regul ati on E protection
and provide public education about the inpending
change.

I n addi tion, specific protection should be
incorporated in the design of ETAs. For exanpl e,
exclude from participation fringe financial service
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provi ders such as check cashers and pawn shops. Set
reasonable mnimum initial deposit and bal ance
requirenents, set a reasonable nunber of free
wthdrawals to be permtted each nonth. Provide a
monthly statenment or passbook detailing account
activity and of fer mainstream bank account privil eges
such as personal deposits and witing checks.
Further, we encourage Treasury to use
exi sting organi zed networks to provide information to
t he unbanked and help with |inking unbanked recipients
with essential financial services to encourage themto
becone part of mainstream banking. For exanple, it's
inportant for recipients to know that their federa
benefits are covered by Regulation E but their state
benefits are not. Such information is crucial prior
to deciding to place one's federal and state benefits
on card. The federal government has a responsibility
to foster such educational and outreach activities.
In conclusion, the absence of consuner
protection increases the likelihood that unbanked
individuals wll opt not to open accounts and
therefore remain outside the mainstream banking
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system Al t hough electronic funds transfers offer
significant benefits for consumers and the federa

gover nnment, consuner protections need to be in place
wel |l before the January 1, 1999 and 2000 deadl i nes.
This is particular inportant for the unbanked. AARP
stands ready to work with you in this critica

endeavor. Thank you.

M5. LANE: Thank you, M. Morin.

M . Reynol ds.

MR. REYNOLDS: Thank you. Distinguished
panel nenbers, |adies and gentlenen, as noted, ny nane
is Jerry Reynolds. Thank you for the opportunity to
appear here today. Since | understand that we now
have a neeting scheduled in Los Angeles, | wll
appl aud you for that instead of haranguing you a bit,
as | had planned to.

| represent two organizations today. As
a board nenber of the National Community Rei nvest nent
Coalition, a national body conposed of nore than 600
community groups, ny presence as the EFT Subcommittee
Chair bespeaks the keen interest NRC has taken in
evol ution of electronic funds transfer toward positive
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rei nvestnent practice. However, | hasten to add that
NCRC has not finalized its position on all of the
conpl ex issues surrounding el ectronic funds transfer.

As the Departnent of the Treasury is in
the process itself of responding to this revolution in
banking practice, so NCRC is in the process of
establishing its own response, no sinple matter in a
coalition of nore than 600 community groups.
Subconm ttee recomendations will be taken up at the
commttee level and referred to the full board in tine
for NCRC to submt final official comments by the
Decenber 16 closure of the comment period.

In the nean tinme, ny remarks represent the
provi si onal best thinking of the EFT Subconmttee to
dat e. On the NCRC Board, | represent First Nations
Devel opnment Institute, a grant maki ng organi zati on of
17 years standing that assists Native Anmericans in
mobilizing reform mnded, <culturally viable and
econom cal ly achievable private sector enterprises.
We have come to consider EFT a potential passport to
enhanced banki ng rel ati onshi ps for Native Amrerican and
rural communiti es. First Nations fully supports ny
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wor k on EFT issues as an NCRC Board Menber.

One  of Treasury's donestic policy
objectives is to introduce unbanked individuals to
bank depository relationships through EFT. One of
NCRC s primary objectives is to expand equitable
banki ng services and reinvestnent practices in the
nei ghbor hoods and conmmunities that it represents.
Accordingly, ny remarks contenplate the introduction
of the unbanked to mai nstream financial channels as an
opportunity for personal and community devel opnent
rather than sinply as a natter of nore conveni ence for
i ndi vidual s and nore opportunity for banks, inportant
t hough both of those points are.

In response to the proposed rule, NCRC
the National Community Reinvestnent Coalition -- [|'11I
refer toit as NCRC -- applauds the limtation of EFT
paynment agents to federally regulated financial
depository institutions but, as witten, t he
recommended policy overlooks any rule for the
Community Reinvestnment Act ratings. As a practica
matter, it is understood that to limt paynment agents
to institutions rated outstanding for CRA purposes
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woul d i npose a further hardship on already disinvested
comunities.

Ther ef or e, NCRC advocat es t hat
institutions with a satisfactory or better CRA rating
be permtted as paynent agents but only institutions
with an outstanding CRA rating should be eligible to
bid on the electronic transfer accounts Treasury
proposes to describe. The EFT law is a proper but
still extraordinary opportunity for financi al
institutions and only those banks with a denonstrated
record of community reinvestnment shoul d be encouraged
to benefit fromit.

For reasons sufficiently addressed in the
proposed rul e, bank partnerships with check cashers or
nmoney transfer outlets should be banned from EFT
activity for as long as such partnerships are in
effect. An outright ban on these partnerships wll
have a secondary beneficial effect of preenpting check
cashers that may want to purchase banks for EFT
pur poses. For reasons agai n adequately antici pated by
the Departnent, the definition of authorized paynment
agent nust not currently be broadened to third parties
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except in cases of nental or physical incapacitation,
but two possible exceptions present thenselves for
future consideration

In future NCRC hopes that EFT wll prove
t he needed prod for bringing CRA coverage to credit
unions with $50 million or nore in assets. I
understand that the final disposition of credit unions
wth regard to EFT participation nmay await | egal
determnations with regard to their charters and ot her
matters but as an operational matter, federal credit
unions are well situated to provide EFT access to
their menbers. They are federally regulated. They
have a fiduciary responsibility toward their account
hol ders. They distribute and settle electronic
fi nanci al transacti ons t hr ough t he aut omat ed
cl eari nghouse, a dispositive practical consideration,
and their strong presence in nmny cities and
nei ghborhoods additionally recommends them as
aut hori zed paynent agents under CRA cover age.

In future, too, we on the subcommttee
believe the U S. Postal Service has sone potential as
an aut hori zed paynent agent. The presence of a post
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office in alnost every American conmunity along with
the agency's mnimal direct inpact on conmunity
rei nvest ment suggests a conmon sense exenption from
the CRA standard NCRC favors for other authorized
paynment agents. But any post office branch so
designated nust work in partnership with banks and
only with those banks rated satisfactory or above for
CRA conpl i ance.

Now t o address sonme community EFT i ssues.
As you know, the EFT Revolution will be dealt with in
every community and in every community the potenti al
exists for different views on the basic attributes of
Treasury's electronic transfer accounts. The Nati onal
Community Reinvestnent Coalition will register and
represent these views in due course as we gather them
from our nenbers. Agai n, | proceed on the
precautionary note that the views bel ow are not fi nal
of ficial NCRC policy but represent the best thinking
to date of the NCRC Subcomm ttee on El ectronic Funds
Transfer.

The needs of unbanked or technol ogy averse
i ndi vi dual s shoul d be addressed by keepi ng costs down,
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providing only a basic wthdrawal service at the
| onest possible cost with additional service charges
for additional features. Four free withdrawals a
month should be included in the base price of the
account. The account structure should allow for four
el ectronic or non-electronic deposits per nonth as
well. Third party paynent capability should not be a
part of the basic account -- it may be a feature --
but a savings feature should be a part of the basic
account and it can be structured, we see no reason
right now why it can not be structured along |ines of
the parallel savings accounts associated wth
i ndi vi dual devel opnent accounts which are allowed for
under the Welfare Reform Act.

Accessibility should be addressed in the
ETA bid. The enphasis should be on a broad range of
access so that nei ghborhood areas are not singled out
for many purposes. The predatory and crim nal ones
cone first to mnd, of course. Treasury should make
available a debit <card based account for EFT
beneficiaries and with proper precaution, of course.
Devel opnents in electronic benefits transfer pilot
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studi es suggest that debit cards will be an inportant
feature of electronic nonetary transactions and the
unbanked shoul d not be left out for EFT purposes.

| ncentives should be structured into the
ETA bid for banks to serve renpote rural and
reservation areas through nobile banking units. This
is the firm position of First Nations Devel opnent
Institute. Howthe full commttee at NCRC feel s about
of fering incentives for banks to serve renote rural
and reservation areas remains to be seen. Just
between us in this room | wll be making the case
pretty strongly at a board neeting.

De facto disinvestnent as a function of
EFT waivers should be avoided through an ongoing
educational canpaign. Electronic funds transfer is a
mat eri al revol ution t hat requires paral | el
psychol ogi cal adaptation. For many people, especially
t hose not accustoned to depository relationships, EFT
will alter the nental nodeling of our world. An
ef fective public education canpai gn includi ng hands on
wor kshops in out of the way places is the best bet for
public interest intercession in the EFT Revol ution and
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both of the organizations | represent here today can
be counted on to assist in ways yet to be determ ned.
| wish to conclude ny witten remarks by
requesting that the statenment of the McCaul ey
Institute, a nmenber of the National Comunity
Rei nvestment Coalition with views of its own on EFT
and speci al needs popul ations, be accepted into the
record at this point and that that paper is with the
panel, and I will be glad to answer any questi ons.

M5. LANE: Thank you, M. Reynol ds.

Questions from our panel ?

MR HAMWOND: |'Il be happy to start off.
| had a question for M. Mrin and specifically there
was a recurring theme in your testinony this norning
on the issues of consuner protection and | was
particularly interested in what types of consuner
protections beyond Regul ation E or whatever that you
m ght be interested in or is your attention primarily
focused on existing Regul ation E?

MR, MORI N Regul ation E is the primary
focus, but we would like to submt for the record
addi tional comrents to you on the other protections
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that we'd like to develop, sonme of the protections
that | nentioned, even further.

MR. HAMMOND: Thank you.

MR STQUT: 1'dlike to followup with M.
Reynol ds. You had comment ed about the Postal Service
bei ng one of those institutions you thought m ght be
an outlet for services to the unbanked. Your conment
was that you would recomrend that or at |east could
see that happening in a situation where the Posta
Service had a partnership with a bank and coul d you
say a little bit nore about what your thinking is

about that partnership.

MR. REYNOLDS: | don't think that banks
wi || independently acquire ATM networks. | think
they'lIl have to partner with banks, negotiate wth

banks. Sone formof the partnership will have to take
pl ace. W wouldn't be in favor at this point of
sinply designating the post office as an i ndependent
payment agent.

MR. JOHNSON: | have a question for M.
Mor i n. | think one of the phrases you used in
describing electronic funds transfer was the inherent
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uncertainty of delivery. | wondered if you'd
el aborate a little bit on that, given the fact that an
EFT transacti on does have a posted settl enent date and
under Treasury regulations the receiving financia
institution is required to make that paynent avail abl e
as of opening of business. Qur data indicates that
there's nore certainty wiwth EFT than there is check.
| just was asking you to elaborate a little bit on
t hat .

MR.  MORI N Qur sense is that that
Treasury study -- and it may well be in the m nds of
the individuals who were part of that study.

MS. LANE: | have a question for M.
Morin. You nentioned that you thought the ETA account
should offer 10 free withdrawals. | wonder how you
arrived at the nunber of 10 and do you have any sense
of what that m ght cost?

MR MORIN | think that nunber 10 was a
staff recommendati on based on their analysis but |
think they were |ooking at the costs of nmanaging
accounts in general and | think that the 10 was a
reasonabl e nunber that they thought that the banks
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could deal with. M colleague here cane up with the
nunber four and he may have a further comment on that
as wel | .

MR.  REYNCLDS: Yes, if you w sh. Qur
purpose in arriving at any nunber was to keep the
anopunt of paper within the system at a mninum in
order to keep the price down and the nunber four was
based on the idea that there should be at |east that
many because sone people get a paycheck once a week,
per haps not a governnent check but a paycheck, and if
the account is open to other deposits they m ght well
want to cone by and make a deposit and w thdrawal four
times a nonth if they get a paycheck four tinmes a
nont h.

MR. MORI N: | think that AARP would be
willing to sit down with the nenbers of the bank trade
associ ations and cone up wth a reasonabl e nunber. |
think that that's probably where both of us are com ng
from Just a reasonable nunber is what we're --

M5. LANE: And we have asked for comments
on that in our proposed rule, so there wll be an
opportunity.
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MR MORI N And | think we'd like to
comment further on that as well.

MR HAWOND: For M. Reynolds. 1'd like
to elaborate a little bit on the CRA reference that
you had and specifically not with regard to the ETA
because | think | understood the notion of an
outstanding rating being required to be a bidder for
an ETA account. Were | got a little bit confused and
if you could elaborate just a little bit is how a
satisfactory rating would factor in to being a
financial institution receiving electronic paynents
since it's hard to differentiate between the role just
an institution receiving electronic paynents in the
course of being a depository institution. Was it
limted nore to the authorized paynment agent concept?

MR REYNOLDS: Yes. |It's sinply a matter
of banks who under |aw, as you know probably, they're
required to undergo CRA exam nation and there are four
ratings and one is not satisfactory or maybe it's need
to inprove, |I'mnot sure.

MR. HAMMOND: It's not good whatever it
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MR. REYNOLDS: It's not good. Not
satisfactory, need to I npr ove, sati sfactory,
outstanding. W at NCRC feel that since the advent of
new rul es inplenenting the Community Rei nvestment Act
there has been sone substantial great inflation for
banks and so the satisfactory rating is not as good as
it used to be and you have to try pretty hard we feel
to get a nonsatisfactory or needs to inprove. You're
not really doing comunity reinvestnment with the noney
that cones into your institution if you get |ess than
a satisfactory.

Frankly, we'd like to see sinply no bank
w thout an outstanding rule would be able to
participate but that's not realistic because, of
course, too many communities banks have an only
satisfactory rating. But it's sinply a matter of a
bank's reinvestnment practices. A bank that is not
reinvesting in the comunity to at |east the | evel of
a satisfactory rating should not be able to reap any
benefit fromthis kind of windfall opportunity. Their
track record sinply doesn't inspire any confidence
that the accounts they nanage will be nanaged to the

NEAL R. GROSS

COURT REPORTERS AND TRANSCRIBERS
1323 RHODE ISLAND AVE., N.W.
(202) 234-4433 WASHINGTON, D.C. 20005-3701 www.nealrgross.com




10

11

12

13

14

15

16

17

18

19

20

21

22

26

betternment of the community as a whol e.

MR. HAMVOND: Thank you.

MR. MASSANARI: M. Morin, you conmented
on the potential burden that would be inposed upon
persons with disabilities by the ETA account. Wuld
you make a distinction between those persons wth
physi cal disabilities over against those with nental
i npai rment ?

MR MORIN  Yes, | think so.

VR. MASSANARI : You would nmake a
di stinction.

MR MORIN:  Yes.

MR. MASSANARI: Comrent on that a little
bit further.

MR, MORIN: | think there needs to be
special attention focused on that population to
under stand what their needs are, that whole issue of
guar di anshi ps that's associated with those people and
t hose questions need real focus.

MR. MASSANARI :  Thank you.

MR,  STOUT: I'"d just like to ask one
question and really just address it to both of you and
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if one or the other or both would lIike to comment,
that would be very nuch appreciated. | know we
focused a lot of our attention so far on unbanked
reci pients. Those who do not have a relationship with
a financial institution. Half of the popul ation that
we're probably going to need to work with over the
next several years are a popul ation that already have
a relationship with a financial institution but
continue and choose to get a check-based paynent. M
question is what do you feel would be the issues and
sone of the concerns that we're going to be needing to
address over the next several years in order to nove
this popul ation, who already have the availability of
el ectronic direct deposit, into choosing direct
deposit as a neans of getting their paynent?

MR MORIN: Let nme begin. I'"'m a
practicing elder law attorney and | spend a |ot of
time with senior citizens and dealing with financi al
i ssues. The financial issues that concern seniors, |
mean this is a population that canme through the
depression and that situation is indelibly inprinted
on their mnds. You find maybe as the popul ati on ages
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there's a lot of skepticismand a |ot of insecurity
about noney issues and the governnent | think and AARP
had to take on the responsibility, too, of really
focusing on the benefits of this program Wiy you're
doing it, the anpunt of noney that's being saved to
the governnment. And you really do need that kind of
an education program to persuade the popul ation, a
very skeptical population and very circunspect with
regard to noney issues. That tangibility of that
check has a significant neaning to the senior
popul ation and | think that that psychol ogical hurdle
is sonething that we're all going to have to work to
overcone in addition to the other kinds of issues that
we hi ghlighted here this norning.

MR REYNOLDS: | would second M. Mrin's
remarks and | would sinply add that the education
needs to be ongoing. The only concern | really have
about the education process as | understand it that
Treasury is going forward with is that there seens to
be kind of maybe a cut off date. |'m not sure what
the finding will be future efforts. That's endemc to
governnent, | understand, but to the extent possible
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and achievable, the education effort needs to be
ongoing and it needs to be fairly intense for the
duration, at least through 2000 and that's not |ong
enough, of course.

There are sone other issues or renedies
maybe that | sonewhat hesitate to get into because
things are a little bit nebulous now in this whol e
field, but | did nmention individual devel opnent
accounts in passing. And it's not clear how such an
approach would look finally. But citizens who do not
have bank accounts have a |lot of reasons. Could be
anything. A lot of tinmes it's psychological. A |ot
of times it's just convenience. | nyself probably
woul dn't have a bank account if ny conpany didn't
insist on depositing checks into every enployee's
el ectroni c account.

But for those people who could be

persuaded to have an account -- and | think they
should -- | think a lot of the problemhas to do with
they feel 1) that on the one side they' Il be over-
regul ated by the bank and all its little requirenents

and that could involve sone kind of rip off as they
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perceive it and 2) they're not sure that they can
regul ate thenselves to the extent of keeping that
account current and not incurring a | ot of overdraft
fees and so on that makes it al nost cheaper in many
cases, so they feel, to go through these check cashing
and pawn shop pl aces, what ny coll eague referred to as
the fringe financial industry, |I believe. W want to
di scourage that in all possible ways.

One way is to recognize reality. As these
el ectronic fund transfer accounts and ETAs cone on
line, many of the people or many people will find that
they're not really able to maintain themto what sone
woul d call a bankabl e standard. At that point, |
think it would be very healthy for this society as a
whol e to have sone kind of interventionary plan and
why not i ndividual devel opnent accounts since they are
provi ded for under the Welfare Reform Act. They fit
very well with the climate of the tines which, for
i nstance, the new CRA regulations that | referenced
are very nuch devoted to encouraging partnerships
bet ween banks and community groups for the purpose of
devel opi ng capacity with individuals for | oans and so
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forth.

Way couldn't an individual devel opnent
account or a provision for that that was allied with
the EFT effort, revolution shall we say, why couldn't
that do the sanme thing for personal nmanagenent skills?
As people fell out of the systemor did not nmake use
of their accounts or were overdrawn or what have you,
however it finally shapes up, there would surely be a
long line of people willing to partner with those
people if that were possible within the systemthat
you establi sh.

| think that individual devel opnent
accounts will be -- well, they'Il have a role in the
future. Who knows what for sure? But | certainly
think that you should structure in sone possibility,
sone possibility of taking advantage of |DAs and
aligning themw th EFTs to do for personal nmanagenent
skills what sone of the partnerships created under the
new CRA regul ations are doing for the ability to own
a honme or to get a |oan. It's something to think
about and nore than we can handle right now I'mwel |
aware but, for the record, sonething to think about.
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In addition, let me enphasize the
i nportance of nobile banking units in renote rural and
reservation areas. Two of these that | know of are
now operating, could be several nore. And in one
case, the bank that decided to operate a nobile
banki ng unit on the poorest county in the nation did
so with the clear intent of taking advantage of EFT
| aw down the road and their plan is for a year to have
t he nobi | e banking unit going through the community so
the people get accustoned to it and undoubtedly
they' Il have their loan officers and others talking to
people. They'll be educating people about EFT. And
| think nobile banking units are a good educati ona
outreach conponent to areas you may well not get to
ot herw se.

And finally, | believe that as bankers
travel, bankers in these nobile units travel across
renote rural areas and reservations, they will find
opportunities we can't even really think of right now
to be of service and to extend the reach of EFT into
t hese areas. Thank you.

M5. LANE: Thank you.
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MR MORIN. May | follow with one --

M5. LANE: Yes, M. Morin.

MR MORIN. -- one positive note for you
all to consider. Wthin the last nonth when | knew
that | was going to be testifying here, | had an
opportunity to visit with three chapters and the
peopl e who had then invol ved their governnent workers,
retired governnent workers who had been a part of the
el ectronic funds transfer programin the governnent,
they were very positive in the remarks that they nmade
concerning the nunber of years they'd been involved
and the experience that they've had with it. | think
that you all m ght consider building on the
experience, letting the public know the experience
that you've had with the program and, as | said, |
t hought | was pleasantly surprised to hear that so
many of them had a positive experience for a long
period of tine.

MS. LANE: Thank you. Thank you,
panel i sts. W will take a brief break just for a
change in panelists, so please no nore than three or
four mnutes. Thank you.
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(Of the record for a seven mnute break
at 10:18 a.m)

M5. LANE: Panel #2 consists of Jean Ann
Fox, the Director of Consunmer Protection for the
Consuner Federation of Anmerica, Barbara Leyser, EBT
Consultant to the National Consuner Law Center, and
| mel da Marcos --

M5. GONZALEZ: Inelda Marcos. | brought
t he wong shoes.

MS. LANE: Mist have been your shoes.
apol ogi ze. | rel da Gonzalez who's the Associate
Director of the National Association for Treasurers of
Religious Institutions. [If we could begin with M.
Fox.

M5. FOX: Good norning. | appreciate this
opportunity to coment on Treasury's proposed EFT 99
regul ati ons on behalf of the Consuner Federation of
Aneri ca. Qur 250 nenber organization represents
approximately 50 mllion Anerican consuners, many of
whom recei ve federal checks which will be required to
be el ectronically deposited by 1999.

Today |'I1l discuss our concerns about the
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lack of sufficient consumner protections in the
proposed regulations and nake sonme prelimnary
comment s about the electronic transaction account. W
wll submt nore extensive witten coments in
Decenber with nmuch nore thoughtful discussion of what
t he default account should include and what services
shoul d be provi ded.

We're concerned about the inpact of
Treasury's proposed regulations on the 10 mllion
Ameri cans who now receive federal checks but who do
not have bank accounts in which to deposit these
f unds. These citizens are often poor, less well-
educated, and are often ethnic mnorities. CFA has a
long track record of advocating for bringing all
consuners into the financial mainstream including
support for basic checking accounts, adequat e
regul ati on of check cashers, requiring reasonabl e fees
for banking services and providi ng consunmer educati on
and basic financial skills.

I n adopting these regul ations, Treasury
has the opportunity to take a giant step toward
creating a financial system that serves alnost all
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Consuners. I f the proposed regul ations are adopted
w thout 1nproved consunmer protections, however
Treasury could continue the two tier financial system
that now provides federally insured and regul ated
depository accounts for noderate to affluent consuners
and uni nsured, unregul ated fringe banki ng services for
t he poor and the powerl ess.

Unfortunately, the proposed rul es issued
by Treasury do too little to protect the interests of
this nost vul nerabl e popul ation. |Instead of using the
law to hel p draw these individuals into the mai nstream
banki ng system the Treasury proposal, as | understand
it, wll push all too many into the arnms of the
unregul ated, unsupervised wng of the financial
services industry.

|'"d like to address a few nmain points in
the discussion today. The  proposed rul es
appropriately require that f eder al funds be
el ectronically deposited into financial institutions
with accounts in the individual's nane including
i nsured banks, thrift, credit unions or foreign banks.
CFA appl auds this fundanental protection of the safety
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and the security of federal funds, but the nost
serious flaw in the proposed rules is that they wll
fail to inpose m ninum requirenents on the accounts
that recipients voluntarily establish to gain access
to their electronic benefit paynents. This | eaves
open the |ikelihood that banks will contract w th non-
bank entities such as check cashers, pawn shops, rent
to own stores or snall |oan conpanies to provide
access to funds deposited in the bank.

Thi s sunmer CFA published a study of check
cashing outlets in 23 of the largest cities across the
country. Qur telephone survey found that check
cashers charge an average fee of 2.21 percent of the
face value to cash governnment checks. Fees ranged
froma low of .8 percent to a high of six percent of
the face value of governnent checks. The nost
frequently charged rate we found was two percent.
Therefore, a Social Security recipient cashing a $700
nont hly check woul d pay $14 sinply to turn that check
into cash. Fees to cash governnent checks have risen
37 percent since CFA first started surveying them 10
years ago. There's no nmaxi mum charge for check
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cashing fees which permts outlets to collect hundreds
of dollars from sonme Social Security disability
reci pients, for exanple.

Check cashers charge exorbitant fees for
short-term |oans at many |ocations. CFA found
ef fective annual percentage rates for pay day | oans
payable in two weeks ranging from 261 percent to 913
percent APR Surveys by US -- this summer
docunented 100 percent average APR to rent to own
stores. Pawnbrokers charge rates in the triple digits
in some states. Smal | 1 oan conpanies depend on
frequent refinancing of high rate loans nmade to
unsophi sticated borrowers. These fringe bankers want
a captive clientele of federal recipients who cone
through their doors every nonth to receive their
federal benefits in order to sell them other
unregul ated or poorly regulated high cost financial
servi ces.

CFA urges Treasury to require that
accounts voluntarily opened by federal paynent
recipients to receive electronic deposits at a m ni mum
to include these provisions. Direct access to the
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account through the financial institution. No federal
reci pient should be required to access their accounts
t hrough a non-bank entity. The federal governnent
should not lend its passive support to fringe bankers
by permtting banks to create a second cl ass custoner
status for EFT custoners. Recipients should be able
to access their accounts through ATMs and point of
sale locations in their comunities as well as
directly through the banks.

A second provision should be that fees for
bank accounts open to receive federal electronic
deposits should neet the test of reasonabl eness.
Consuner surveys docunent the rapid proliferation and
price hikes for a dizzying array of bank fees. The
nost inportant to limt are nonthly account fees,
bounced check charges if these accounts permt check
witing, and ATMfees. It would be regrettable if EFT
99 nerely shifts the cost of issuing federal checks
fromthe governnent to the recipient.

A third provision to the other consuner
protections which nust apply to these accounts
including the electronic funds transfer act liability
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limts for off line debit card fraudul ent use or theft
and no fees for point of sales transactions. The
prohi bitions against attachnment in the Social Security
Act and other federal |aws should apply to these
accounts established to receive federal benefits.

And ot her consuner protections you m ght
consider. In sonme states banks are exenpt fromstate
consuner protection |law and, therefore, there should
be a requirenent that advertising be truthful and that
busi ness and sal es practices be fair.

A second maj or point concerns the waivers
that are contenpl ated under the rules. W support the
approach that Treasury has taken to nake wai vers self-
certifying. W recommend changes to the waiver
proposals to sinplify and alleviate hardships on
reci pients. The proposed rules do not permt enough
federal recipients to claima waiver fromelectronic
deposit of funds for good reasons.

Proposed 208.4 -- grants waivers for
i ndi viduals who have an account wth a financial
institution and who becane eligible for a federa
payment before July 26, 1996, for hardship due to
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physi cal disability or geographic barrier. Proposed
208B grants wai vers for individuals who do not have an
account with a financial institution regardl ess of
when t hey becane eligible for paynent when use of EFT
woul d i npose a hardship due to a physical disability
or a geographic barrier or where the use of EFT woul d
i npose a financial hardship on the individual. The
|atter group who have a financial hardship and no
account wll be provided a default account by
Treasury. | think I understand this correctly.

The financial hardship waiver 1is not
avail able to recipients who al ready have accounts wth
financial institutions because these individuals
apparently are presuned to not incur additional
expense to receive paynent by EFT. G tizens who stil
have no account following the barrage of public
relations and consuner education nessages funded by
t he governnent can claima financial hardship waiver.
CFA supports expandi ng hardship waivers to apply to
those both wth and wi thout a bank account who find
t hat accounts available to them are too expensive.
Apparently a recipient who voluntarily opens an
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account | oses the opportunity to later claimhardship
for financial reasons.

Expansi on of financial hardship waiver to
include all recipients at any tinme acknow edges the
reality of continuing bank nergers and branch cl osings
that can nmake current account relationships inpossible
and increases end fees that may nmake accounts
unaffordable in the future. Making waiver categories
consistent for all recipients regardl ess of when their
f eder al benefits began has the advantage of
sinplifying the education and inplenentation process
and will also diffuse public resistance to EFT 99 to
sone neasure. The transition will be difficult enough
wi t hout making a distinction between recipients whose
benefits started on July 25, 1996 or July 27, 1996.

Waivers should also be available to
citizens who have nental disabilities, literacy or
education problens or lack of English fluency that
woul d make it difficult for themto access their noney
el ectronically. People who are able to endorse the
check with an X may very well find it daunting to
followthe witten directions on an ATMscreen. Wile
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Congress's goal in enacting this law was to save
nmoney, the rules inplenenting the | aw should not be
onerous or coercive to the recipient.

Third point. Consuner education canpai gns
shoul d be del ayed until the recipients can be infornmed
of their rights to obtain a waiver and the option of
the ETA account. This is going to be hard enough to
do wthout <confusing people wth doing that
educat i onal canpaign until hopefully you have
| i beralized your waiver provision and you can tel
them what the ETA account is going to be.

Desirabl e features i n consunmer protections
for an ETA account | will give you sonme prelimnaries
on. W are working on sone research that was funded
by the Ford Foundation |ooking at the actual
experiences of consuners in sone |ow incone areas of
the country and we hope to use the results of this
research to inform our coments to you in Decenber.
But just sone prelimnary thoughts.

W're still considering the opti mumm x of
features to propose. These accounts should be
available at any time to any federal recipient who
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finds the ETA account to be a better bargain than
ot her accounts on the market. The ETA account wl|
becone the base standard of conparison for financial
i nstitutions.

At a mninmum these accounts should be
easily accessible through the financial institution,
shoul d meke routine financial transactions such as
bill paying possible, should encourage savings by
allowng at least four free withdrawals a nonth to
track your weekly bill paying cycle and should permt
consuners to deposit other funds into the account. It
is possible that the best option could be an
el ectroni ¢ savi ngs account coupled with | ow cost noney
orders or electronic utility bill paying services.

No ETA account should be available only
t hrough a non-bank entity such as check cashers. The
fees for the ETA account nust be bare bones. Many
consuners have figured out free and | ow cost nethods
for getting their checks cashed. The cost of
delivering the federal paynment should not be shifted
to recipients and sone of the savings that would go to
make default accounts affordable and ATM machi nes

NEAL R. GROSS

COURT REPORTERS AND TRANSCRIBERS
1323 RHODE ISLAND AVE., N.W.
(202) 234-4433 WASHINGTON, D.C. 20005-3701 www.nealrgross.com




10

11

12

13

14

15

16

17

18

19

20

21

22

45

avai |l abl e.

W think you correctly defined authorized
paynment agents in your proposed regulations and we
think it's correct that you have ruled that waivers
shoul d be self-certifying. Congress required Treasury
to ensure that individuals required to have an account
at a financial institution have access to such an
account at a reasonable cost and are given the sane
consuner protections as other account hol ders. By
failing to set mninmum standards for voluntary
accounts opened by recipients to conply with the |aw,
I believe that Treasury failed to neet this
requi renment of the | aw

By setting a two track waiver system
Treasury creates confusion and financial hardship for
sonme recipients. By discarding waivers for nental
health, literacy and non-English speaking reasons,
Treasury places an undue burden on vul nerabl e peopl e.
By | aunching the public education canpaign before the
rules are set, default accounts are established,
Treasury will cause public confusions and trunkage
consuner options. Thank you.
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M5. LANE: Thank you, Ms. Fox.

Ms. Leyser.

MS. LEYSER: | think I should start by
saying al though you're going to see a great deal of
simlarities between Jean Ann's testinony and m ne,
there was no collusion involved. | think it shows the
unanimty of the consuner constituency on a nunber of
t hese i ssues.

' m pl eased to be here today to share our
vi ews about Treasury's proposed inplenentation of EFT
99 and howit will inpact upon the |low inconme clients
represented by the National Consuner Law Center. [|'m
a consultant to the National Consumer Law Center
NCLC, which has as a top priority providing technical
and | egal support in the areas of consumer banki ng and
finance | aw. NCLC is recogni zed nationwi de for its
| eadership in pursuing justice under the law and
securing the legal rights of |ow incone consuners to
fair equitable financial services.

It is our position, based on our
experiences in this area, that Treasury's proposed
regul ati ons wi thout sone dranmatic nodifications wll
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i npose serious hardships for a significant nunber of
low incone recipients of federal benefit paynents
t hroughout this country. W have five specific
concerns which I'm going to be addressing today and
then | also plan to provide sone prelimnary comrents
in response to the questions on the structure of the
ETAs.

The five areas that we feel that there is
i nadequat e regul ati on over EFT accounts. The hardship
wai vers are too |limted, that there is an absolute
need to guarantee that there are protections agai nst
attachnment and set off that the protections that exist
in current law apply to any ETA accounts or EFT
accounts, that the public education canpaign nust
fully inform recipients of all their options, and
finally that the bl anket waiver provision found at the
end of the proposed regulations is far too broad and
needs to be seriously rethought in our opinion.

Wth respect to the inadequacy of the
regul ations and what they cover, it is our strong
position that all accounts established for the purpose
of conmplying with EFT 99 should be regqgulated.
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Treasury nust regulate the types of institutions
permtted to be conduits of federal funds. Only
federally regulated financial institutions should be
permtted to be such conduits. This would nean that
partneri ng between a check casher and a bank woul d be
prohibited if such partnering neant that funds could
only be accessed through the check casher.

The recipient should always be able to
access the federal paynent through the financial
institution as well as at other convenient |ocations
t hrough ATMs and POS devices of their own choosing.
This interpretation is required by the federal |aw
mandati ng EFT 99. The law does not differentiate
bet ween vol untary accounts and those established by
Treasury. The law specifically requires that these
protections apply to everyone required to have an
account at a financial institution to conply with the
I aw.

It is essential that Treasury require that
federal beneficiaries be able to access their federal
noney t hr ough federally regul at ed financia
institutions receiving the electronic transfer of
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their benefits. It is also essential that Treasury
require that the fees charged for these accounts be
reasonable in relation to both the federal benefit
paynment involved and the individual circunstances and
that consuner protections apply to the transactions
fromthe point the federal paynent is electronically
transferred to the account wuntil the recipient
wi t hdraws the funds.

Wth respect to your proposed waivers
Congress gave Treasury the authority to allow waivers
so that sone federal benefit recipients would be able
to receive their noney through paper checks even after
January 1999 and after the establishment of your ETAs.
In enacting the |aw, Congress set out a nunber of
areas where they thought waivers m ght be applicable
including nental disability, education, Ilimted
English fluency or literacy problens. Fortunately in
your proposed reg you chose to disregard what Congress
had suggested. As a result, we feel that your waivers
are overly limted.

In our opinion, Treasury has said that
many people who should be allowed to continue
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receiving a paper check will no |l onger be permtted to
unl ess under the self-certification they nake a fal se
cl aim about the nature of their hardship condition.
That's a situation we would not want to see people
find thenselves in but we're afraid that under what
you' re proposing that may wel |l be what happens.

Al'l those recipients who did not have bank
accounts get signed up for one in response to your
urging in the public education that is going on at
this point and now find that they can not afford the
fees charged should be allowed to claima financia
har dshi p.

Reci pi ents who have nental disabilities.

Treasury's assunption that waivers would not be
required for such persons because those who have
mental disabilities that make them incapable of
managi ng their own funds have representative payees is
sinply wong. There is a shortage of rep payees in
this country. | have heard from advocates in sone
states that in fact it is so hard to get rep payees
that there are people now who sell their services to
be a rep payee. There are firns that have been set up
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that for a fee will act as a rep payee to a client who
feels that that is the only way they can get their
federal benefit. So there is a shortage of rep
payees. | think Social Security has |ong been aware
of the difficulty in finding rep payees for all people
that may be deened to need them

But there is also a group of peopl e whose
mental disability is not of such a severity that they
can not mnmanage their own funds in a paper-based
environment. They can deal with the check; they can't
deal with the electronic system They can't deal wth
the intangible. They didn't need a rep payee under
the old system They were able to operate with a
certain degree of independence. W're concerned with
anything that woul d now take that independence away
fromthem and force theminto a rep payee situation
j ust because of electronic funds transfer that they
woul d not have needed before.

Wth respect to recipients who have
literacy or educational problens or are not fluent in
English, Treasury says in the proposed regul ation that
t hese factors don't pose any barriers unique to an
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el ectronic funds delivery system Those peopl e woul d
have had difficulty in a paper-based environnment. As
Jean Ann pointed out, it doesn't take an ability to
read or wite to sign a check with an X. They can
negotiate their check. Nor does it take an ability to
read English to sign your name on the back of a check

It does, on the other hand, require an
ability to read English or one of the other limted
| anguages that may be avail able on a POS or ATM screen
to negotiate an electronic debit. M background, as
Bettsy well knows, is with EBT. | renenber one of the
conplaints in terns of tal king about a literacy |evel,
one of the conplaints that sone states had in the
begi nning was that recipients were abusing EBT by
making nmultiple wthdrawal s, consecutive w thdrawal s,
that a recipient would stand at a machi ne and nmake 10
$20 wi thdrawal s and the argunent that was bei ng nmade
by EBT officials was that clearly the recipient was
abusing the system and costing the state all kind of
noney.

Well, if you walk up to a machine and
you've got I|limted English literacy and the ATM
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machine says wthdrawals can only be made in
increnents of $20, there is a sector of the popul ation
that is going to think that nmeans that if they want to
get $200 they've got to stand there and nake 10
wi t hdr awal s. Not that they want to make 10
wi thdrawal s, but they think that's what they're going
to have to do. That's the level at which the screen
messages on many ATMs is at. A large segnent of the
popul ation we serve is not going to be able to
translate that. Now maybe we could say the bank
should do a better education job, but quite frankly I
can't conprehend with ny graduate |evel degree, |
can't conprehend the disclosure statenent | get from
my bank regarding ny ATM debit card. SSI
beneficiaries certainly aren't going to be able to
conpr ehend t hat.

The next area is the availability of the
ETAs. While Treasury is spending a good deal of
attention and focus, and properly so, on what features
should be included in the ETAs, the problemis that
under the proposed regs, if the recipient already has
an account, Treasury's ETA account wll not be
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available to them weven if the recipient could
establish that the nature of their pre-existing
account or the fees charged for it have changed
substantially since it was originally set up and that
it is no longer a workable situation for them This
is clearly inequitable. The ETA account should be
avai lable to all federal benefit recipients who w sh
to apply for it.

Agai n, protections fromattachnment and set
of f. Despite the clear protections in federal |aw
agai nst attachment and garni shnent of Social Security,
SSI  and Veterans' Assistance benefits, nunerous
consuners do not wuse bank accounts specifically
because they are afraid their limted funds will be
taken by judgnment creditors. Providing crystal clear
prohi bitions against attachnment of funds in EFT
accounts containing federal benefits we believe woul d
bring many consuners back into financial institutions
and into the financial mainstream

Treasury's proposed regulations do not
address this issue at all. W feel that it is
essential that Treasury do include sonmething on this
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in the regulations and that the regulations should
flatly prohibit the attachnment or garni shnent of any
funds into an account into which the covered federal
benefit funds have been deposited. The reason we
think this needs to be addressed in the regulations is
because while SSA already has rules in place with
respect to SSI and Social Security benefits, we know
in fact that many banks aren't aware of those
provisions and, therefore, when they hear from a
creditor they do attach the funds, they do provide for
gar ni shnent .

W even know in Treasury's own |[imted EBT
direct deposit pilot in Texas that C tibank was, when
there was a claimof an unauthorized transfer, when
there was a Reg E claim and the recipient |ost that
claim CGtibank sinply went in and in effect garnished
t he noney that they thought they were entitled to out
of the Social Security or out of the SSI benefits and
if there were insufficient funds in the account that
nmonth, they sinply debited the next nonth's benefits
to get what Citibank thought it was entitled to.
That, fromour understanding, is a clear violation of
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what Social Security law provides for but since
Ci tibank was never informed of the SSI rules and the
Title Il Social Security rule, Ctibank had no way of
know ng that what they were doing was violating the
law. | would suspect that if Gtibank was doing it in
the direct deposit pilot in Texas that it's also
fairly common practice with regular direct deposit now
of Social Security and SSI benefits.

The public education canpaign needs to
fully informrecipients of all their options. Wat is
happeni ng now i s that people are hearing that EFT 99
is comng, that they are going to have to have direct
deposit. They're not hearing that there are possible
wai vers that they may qualify for. They' re not
hearing that if they don't have an account in place
that Treasury will be offering this other alternative
to them

What happens as a result of this and |
don't know how many of these kinds of things are going
on around the country but certainly one from M nnesota
has cone to our attention and this is an ad fromthe
TV magazine that's included with the Sunday paper in
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M nnesota that essentially says it's a spotlight on
Social Security direct deposit and it essentially
tells people that in just a few short nonths that the
only way you can get your Social Security or SSI
paynments will be through direct deposit to a financial
institution and what this says is -- it's put out by
a check casher and basically it's don't worry. If you
don't have an account, we have the perfect product for
you and our perfect product for you will only cost you
a $12 a year annual fee which we will waive for the
first year so that you sign up with us, $12 annua
feel, two ninety five disbursenent fee which | assune
is each time you want to get noney from the account
there's a two ninety five disbursenent fee and a
transaction fee of only two percent per check.

For sonebody getting an SSI benefit of
$500 a nonth, that nmeans they're $10 in a transaction
fee, one or nore two ninety five disbursenent fees,
and what anmounts to a $12 annual fee, $1 a nonth just
to have the privilege of going only to this check
casher to access the noney that will be -- the account
w Il be established at a bank for them but they wll
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not be able to access it at the bank. The only way
they will be able to get it if they go into this deal
is through this check casher, paying this check
casher's fees, and because of the way the public
education canpaign is proceeding at this tine, we're
concerned that many recipients who are renote froma
bank thensel ves and think they have to have sonething
in place are going to get into this. This would be
what you would call a voluntary arrangenent but it's
not really sonmething that the recipient mght truly
opt for if they knew what all was avail abl e and that
there were waivers and that there would be this
federal account available to them

So to slightly vary fromny predecessor
it's not so nuch that the public education canpaign
needs to be stopped because with this kind of stuff
going on the bigger issue is we need to get accurate
information out to recipients as quickly as possible
about what all the options are.

The final concern that we have is wth
proposed Section 208.10. Wthout offering any
explanation as to the need for or intent of this
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provi si on, Treasury sinply proposes adding a
regul ation that would enable the Secretary at his or
her sole discretion to waive any provision of the
rules being talked about here today whenever the
Secretary deens it necessary or appropriate and
wi t hout having to go through any formal rul emaking
process or apparently any other formal review process.

The i nclusion of such a provision, in our
opi nion, renders the protections otherw se afforded
under these regulations totally neaningless. Such
broad authority makes an absolute nockery of our
denocratic form of governnent and nust not be
permtted under the final regulations. |'mnot aware
of any program -- ny background is in public benefit
prograns, but |I'mcertainly not aware of any prograns
of that nature where there's a broad total blanket
authority to waive any provision wthout any
opportunity for public input or comment.

Wth respect to the ETAs, one of the
gquestions that was asked was should Treasury make
avail able a debit card based account for people who
are required to receive their federal paynents by EFT?
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Short answer, yes, but this should not be the only
type of account option offered to recipients as
Treasury's own denographic study showed that of al
the options this type of account is the |east
appealing to those who are unbanked. Mor eover, in
many rural areas |ocal community banks do not have
ATMs so debit card only accounts woul d be useless to
reci pients as they would be unable to readily access
their funds.

Wth respect to the cost of the account,
it's our opinion that yes, the cost of the account to
the recipient is the overriding nost inportant factor
unl ess, of course, Treasury is willing to permt the
maj ority of the currently unbanked to claim the
financial hardship waiver from even the ETA account
since nost of these individuals can now get their
checks cashed at little or not cost. To |low incone
recipients living on fixed inconme, any new expense is
in fact a financial hardship.

Accordingly, we would urge that Treasury
seriously consider waiving all fees for basic ETA
accounts for all unbanked recipients of needs-based
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federal benefits and that sone sort of sliding fee
scal e be established for all other recipients based on
their actual nmonthly income which would not just be
what is their Social Security check but clearly we
know many Social Security recipients may get a very
| ow Social Security check but get a very high private
pension, so |I'm not saying that soneone who's only
getting $300 in Social Security, that that's all you
woul d | ook at determning what the fee is but that the
fee look at the total nonthly inconme avail able to that
i ndi vi dual .

The question of the nunber of w thdrawal s
t hat shoul d be provided. We contend that no fewer
than four ATM w thdrawal s should be included in the
base price, and that's talking only ATM W don't
believe that there should be any limtations on the
nunber of POS transactions. And even | ooking at the
four ATM transactions, evaluators of the Maryland EBT
Project found that cash assistance recipients -- this
was AFDC and general assistance recipients -- that
they averaged 1.7 transactions per $100 a nonth in
cash benefits. So with an SSI benefit of $500 a
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nmonth, clearly saying four ATMtransactions is a bare
bottomline. W certainly would not support anything
goi ng bel ow t hat .

Should the account ternms address the
charges i nposed by ATM owners ot her than the account
provider? It is our position that surcharging should
be prohibited for all ETA transactions at either ATM
or PCS devices. Again, we point to the EBT experience
and say that there is precedence for such a provision.
Several states that run EBT progranms expressly
prohi bit surcharging for EBT transactions or have
ot herwi se worked out arrangenents with the business
sector to waive surcharges for such transactions which
is the case in Maryl and.

Shoul d the account structure provide for
additional electronic deposits wthin the basic
monthly service charge? W believe that an unlimted
nunber of other deposits to the account should be
permtted at no additional cost to the recipient as
such deposits are actually in the financial
institution's own interest since they're the ones who
are going to benefit fromthe float since these are
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non-interest bearing accounts. So yes, we think that
it should be permtted but that the financial
institution should bear the cost since they're the
ones that'll reap the profit.

Wth respect to third party paynents, we
believe that third party paynments should be permtted
at recipient option. Again, we believe that this
shoul d not be at any cost to the recipient. The third
parties involved should pick up the cost of any
processing fees involved in such electronic
transactions just as they do now for the general
banking public since again, it's in their best
interest to receive recurring paynents in this manner.

W believe that Treasury should not
designate any financial institution as the financial
agent for providing ETA services in any geographic
area where such institution has not provided evi dence
that it can guarantee reasonable free access to
benefits to all those recipients living within that
designated area including those recipients who may
have speci al needs.

Finally, should access to the account be
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provided at outlets in addition to those normally
offered by the financial institution? Yes, we support
maxi m zi ng access to the greatest extent possible so
yes, we support POS access at grocery stores,
departnment stores, furniture stores, anybody that's
willing to put in the equipnment. W certainly support
post office access. Qur only concern is that
reci pi ent have reasonabl e access to nultiple sources
for accessing their funds including direct access
t hrough the financial institution's own ATM and POS
structure if that is the route they choose.

| would again like to thank you for this
opportunity to testify this norning and share our
views on the issues of critical concern to the |ow
inconme recipient of federal benefit paynents we
represent. | welconme the opportunity to continue to
work with Treasury as this rul emaki ng process proceeds
and other EFT inplenentation initiatives go forward.
Thank you.

M5. LANE: Thank you, Ms. Leyser.

Ms. Conzal ez.

M5. GONZALEZ: Thank you, Ms. Lane.
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CGent |l enen, good norning. Before | begin, I mght say
to ny fellow panelists, sister panelists, that sone
of the positions that we represent are going to be
dianetrically opposed to yours in sone cases but
that's not because we're not in synpathy with the
persons that you represent. It's just that |
represent a population that's got sonme very speci al
paraneters about it.

| am Sister |Inelda Gonzal ez, a nenber of
t he Congregation of Divine Providence in San Antoni o,
Texas, present today in ny capacity as Associate
Director of the National Association for Treasurers of
Religious Institutes, a group we call NATRI. | m ght
add that prior to taking this position, | served
nmyself for 10 years as chief financial officer of ny
community so | have spent nmany hours in Social
Security Admnistration reception roons and on hold
with the 800 nunber having personally processed well
over 200 applications for retirenent or SSI benefits.

| " macconpani ed by Si ster Margaret Perron,
Esquire. She is a nenber of the Religious of Jesus
and Mary of Hyattsville, Mryland and currently
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Associ ate Director of the Legal Resource Center for
Rel i gi ous. Another of our colleagues, Sister Jane
Mul l er, a Domnican Sister of Amtyville, New York and
President of the Religious Conputer Systenms, Inc., is
not able to be here with us today but Sister Jane has
done extensive work wth religious institutes
providing themw th conputer services for filing their
SS-16s for processing their quarterly FICA paynents
and so forth. One of her nost recent projects was to
enter into dialogue wwth M. M chael Johnson of this
panel and | wll refer to M. Johnson's letter of
Septenber 9th in just a little bit.

The National Association for Treasurers of
Religious Institutes, NATRI, is the professional
organi zation serving the treasurers and chief
financial officers of approximately 800 Roman Catholic
religious institutes, often referred to in lay terns
as Orders of Sisters, Priests, and Brothers, and in
|RS terns as religious orders. The Legal Resource
Center for Religious provides |egal educati on
information consultation to the sanme 800 Roman
Catholic religious institutes. In particular, the
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Legal Resource Center serves as a resource to the
| eaders, attorneys and financial advisors of these
institutes on issues in church and civil |aw that
i npact them and their endeavors.

Bot h organizations are |ocated and have
offices in Silver Spring, Maryland, not Baltinore if
that's rolling around sone place. And we serve those
sane constituencies, the 800 religious institutes. It
is inportant to wunderstand that each religious
institute is a separate and distinct organization in
church law and civil law and for all Dbusiness
pur poses. Each has its own organi zi ng docunents, its
own federal identification nunber and its own bank
account . These 800 religious institutes total
approxi mately 100, 000 nen and wonen who have dedi cat ed
to their lives through vows of poverty, chastity and
obedi ence to education, the care of the sick and the
soci al services that these | adi es have represented and
the gentl enen before us as well.

It is docunented that over half of these
men and wonen, at |east 54,000, are already over the
age of 65. By tradition and by essential tenet of
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religious institutes, individual nenbers do not manage
their own finances. The vows we take and through them
we signify that we have given over our concern for
mat eri al needs and the managenent of financial affairs
to the institute and to those individuals who at any
given tine have been el ected or appointed to take care
of the business of the institute as a whole or of the
i ndi vi dual s.

Consequently, religious nmen and wonen do
not receive personal income in conpensation for their
work and all funds are held in common. Because of
this practice, religious were not eligible to
participate in Social Security until October 30th of
1972, Exactly 25 years today Congress enacted
amendnents to Public Law 74.271, the original Social
Security Act, and by those anendnents |egislation
created the fiction of a fair market value of the
food, clothing, shelter and other perquisites upon
each religious institute could base it FICA paynents.

So what happens is that the religious
institute pays both the enployee's part and the
enpl oyer's part. The very way fact the way the
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legislation was witten that it is the institute that
elects to participate, already recognizes on the part
of legislation or through the I egislation that we are
consi dered an entity. Once the institute elects to
participate by filing the SS-16, then it commts
itself to paying FICA for everyone who neets the
criteria of being active in whatever work is assigned
to that individual

So we' ve been treated as a whol e since the
begi nning. W don't have a precise count as to how
many nunbers of institutes have actually filed the SS
16 nor in turn how many of their menbers have been
enroll ed but we do believe it is a substantial nunber
because we go out and we're not finding too many fol ks
out there that aren't on Social Security. So this is
the affected population that we bring to you today.
| can also testify to the fact that as soon as direct
deposit becane an option, nost of the |arger groups
avai l ed thensel ves of that. | would shudder to think
of having to process two or three hundred Soci al
Security checks every nonth because that's what
happens. They all conme to one place.
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So we use a common bank account and the
deposits are nade directly to that account, a separate
account usually titled Common Fund for Retirenment or
Funds Held in Common for Retirenent and fromthat bank
account are transferred not into sonme |ong-term
savings but immediately into a checking account -- |
used to do it on the 5th of the nonth because those
paynments hit the bank on the 3rd -- and used for the
actual support of the nmenbers wherever they m ght be.

Here's a key point. The i ndi vi dual
menmbers do not have signature privileges on those
accounts. A bank account of that type is held in the
nane of the institute and one or several people are
designated as the signers, wusually the treasurer,
sonetinmes the staff or other officers. So by choice
these individuals have had their benefits deposited
directly to an account held by the religious institute
on which they do not have signatures but the
i ndi viduals know that those pooled accounts, those
pool ed funds, are available for their support.

Thi s system has worked very well for many
years and we want to continue to use direct deposit.
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Smal | er groups that had not used it up to now that
could handle three or four checks or seven or 10 in a
nmonth's tinme are wlling and very interested in doing
so. So why do we cone before you?

Qur problem lies in inplenentation
Agents at Social Security offices and bank personnel
are each interpreting the current proposed regul ations
out of their own experience and sonetinmes |ack of it
in dealing with religious institutes with these SS-16
filers. So on the one hand, at our offices we're
getting phone calls right now this week, |ast nonth
fromreligious institutes who are al ready using direct
deposit and who say | had sonebody turn 65 and the
bank won't let nme add that person to the common bank
account. What do we do?

On the other hand, the small groups who
have not yet used the service and would like to do so
are being told, as sone we've heard before already
today, that the banks don't want to deal with the
smal | accounts. Now |I'm talking about a Social
Security benefit of $175, not $750 or $1,200. So to
create a bank account for every individual to process
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$175, you can see why banks do not want to get
i nvolved in that.

In sonme of the literature we received this
norni ng we see the termsweep accounts defined and we
have sonething |ike sweep accounts but the distinction
is that we don't sweep it into sonme kind of an
i nvestnent as an investnent firmwould do but we sweep
it right into our operating fund and use them
i mredi atel y.

So that's what the crux of our problemis,
that the personnel who are out there interpreting your
regs are interpreting themvery narrowly and we can
understand why they're witten that way for the
protection of other fol ks who don't have MBAs running
their nmonies for them but it is creating a situation
for us.

M. Johnson suggested in his letter of the
9th of Septenber a couple of procedures, those used by
i nvest nent conpani es and nursing hones and for a while
we | ooked at those and we saw that they had sonme nerit
and we haven't set themaside. Wen this opportunity
cane up, we thought we would try all avenues. Qur
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concern is that the inplenentation in either of those
cases is left to the field agents and the banks and
t hose fol ks know that we're not investnent conpanies
and they know that we're not nursing hones because
they went to our university and they know we're
teachers, whatever it mght be. " m tal king about
down in the trenches, not far, far away. So it woul d
be difficult to explain to them

So our proposed solution and we go to the
strongest, that is a witten authoritative part of the
regul ati on woul d be that you take your Section 208. 2B
whi ch defines the authorized paynent agent and you
have that text on page five of your copy. It would
read, we would propose it to read, "The authorized
paynment agent nmeans any individual or entity that is
appointed or otherw se selected as a representative
payee or fiduciary to act on behalf of an individual
entitled to federal paynent" -- and this is all your
| anguage -- "under regul ations of the SSA Veterans
Affairs" and so forth and add "or if the individual
entitled to federal paynent is a nenber of a religious
order," that term having already been defined under
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Revenue Procedure 91-20, etcetera. The text 1is
provi ded.

We realize that the |anguage has to be
very carefully drafted in order not to cover what's
sonetinmes called nmail order mnistries. |'m aware of
that. That's why we are proposing the solution that
relies on already settled principles of |aw that are
established by the Internal Revenue Service and that
had been operative for a nunber of years. W are
wlling and ready of course to work with you, with
representatives of the agency, to find other
appropriate wording or, in lieu of having | anguage in
the regulation itself, to have sone type of
correspondence on official stationary outlining the
problem and stipulating that this is an acceptable
practice given these conditions. Perhaps part of M.
Johnson's letter pared down to take out the extraneous
pi eces.

(Laughter)

M5, GONZALEZ: About nursing hones and
i nvestnent institutions.

MR, JOHNSON: Couldn't carry the letter
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here. It was too heavy.

M5. GONZALEZ: Let himsquirm It was a
very gracious letter witten to Sister Jane Miller
t hat described the situation.

| think it goes wthout saying that
religious institutes have always protected the
interests of their nenbers and have used the paynents
recei ved from Social Security for the support of those
persons even though those individuals do not sign on
the account into which the funds are deposited.

We have offered in our witten text sone
ot her solutions. They have possibilities. W offer
themsinply to say we can see various ways of how this
m ght be addressed and we're ready to work with you on
it. Bottomline is we do want to use direct deposit.
W are interested in that and it has worked for us in
t he past. We just need the authoritative |anguage
that is not open to the interpretation of the field
agents.

So in conclusion | would refer to part of
the text in the materials that we got off the Internet
actually which says that there's Congressiona
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interest in mnimzing the hardship associated with
conversion fromcheck to EFT for sone recipients and
recogni zes the wide variety of circunmstances in which
recipients live and work, and we've heard sone of
those circunstances. W' Il bring you another little
pi ece.

Menbership in a religious order is another
set of circunstances and we're here to say that those
ci rcunstances define the class of recipients that need
a variance or a different interpretation and we're
willing to dialogue. |I'msure that anong us we could
find, as | have said in ny witten text, the creative
genius to craft the | anguage that will describe what's
already been in place and has worked. If it's
happeni ng, we can describe it. Thank you very nuch.

M5. LANE: Thank you. W appreciate the
testinmony fromthe three panelists. Nowwe'll go to
guesti ons.

MR.  HAMMOND: I'd like to open it with
just a quick comrent nore than a question per say and
| think the circunstances that Ms. Gonzal ez descri bes
are a classic exanple of the kinds of details that, as
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you go through a regul atory process, will inevitably
arise and to link that with M. Leyser's concerns
about the Secretary's broad waiver authority. I n
fact, once one has conpleted a rul emaki ng process, it
is exactly that type of authority which is designed to
address the circunstances which will inevitably arise
as we go through the process. | think that there are
certainly adequate safeguards in place under the
Adm ni strative Procedures Act that the broad authority
that the Secretary is being viewed as having in the
regulation itself are already protected from doing
rul emaki ng w thout notice and public comment but in
fact it's really designed to deal with exceptiona
circunstances that may arise after the rule is final,
in which case it's nmuch nore difficult to address the
kind of characterizations that we're |earning about
t oday.

Wth that, 1'll kind of ease into a first
question which had to do with a comment nmade in both
Ms. Fox's and Ms. Leyser's testinony having to do with
a voluntary account relationship, the need for direct
access to a financial institution. | just wanted to
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clarify in ny owmn mnd when you speak of direct access
to a financial institution, once again in a voluntary
account relationship, are you tal king about that as
bei ng excl usive or are you tal king about that as being
one additional point of access?

M5. LEYSER | would say no, it would not
have to be exclusive, as | understand your question,
but that it would have to be a mandatory option that's
out there. In other words, there has to be access
through the financial institution. It would then be
at recipient option whet her they chose to avail
t hensel ves of that access. For exanple, if it was an
account such as the one that was described in this ad
where you set it up with the check casher, we don't
have a problemw th access at check cashers as |ong as
once that account is in place you can also go to the
bank, you can go to the POS in the l|ocal grocery
store. You can choose where you want to access the
benefit. It's if you'relimted to one |ocation, that
becones a concern.

M5. FOX: Yes, that's the general idea.
That you're considered a full-fledged bank custoner,
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you can use the bank's own ATM system Dependi ng on
t he design of the account, you could actually deal
with a human teller at a bank, that you wouldn't only
be able to access your noney through a third party
entity that was not a financial institution.

We think the post office has potenti al
here as a trusted entity that's available in al
communi ties where consuners could go and access their
funds through an ATM machine or a point of sale
machi ne. The costs of doing that have to be worked
out, but | hope you keep your eye on the post office
as another source. But still people need to be first
cl ass bank customers, not second cl ass bank custoners.

MR. HAMVOND: Thank you very nuch.

MR. STOUT: Could I follow up? W had
sonmeone earlier testify and nention the post office
and the indication was that in their view there would
have to be a link between the post office and a
financial institution. Do you have anything nore to
add to that kind of discussion?

M5. FOX: | know that in other countries
you actually have postal banks for people set up,
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savi ngs accounts and checki ng accounts. |'mnot sure
that the post office is in a position to do that,
wants to do that, could do that. But at the very
| east you can have ATM machines and point of sale
machi nery within post offices. It's ny understanding
that they're in the process of installing that now and
that gives you a place that supplenments a bank. You
still want to have the noney in an insured depository
situation so no one goes to Acapulco with your noney,
but access through a place that's not also going to
try to lend you noney at 2,000 percent interest or
sell you a television for five tines the retail price
| think would be of service to people.

MR. STOUT: Thank you.

MR MASSANARI: M. Fox, both you and Ms.
Leyser tal ked about extending the waiver criteriato
include those wth nental i npai rment s, nment a
disabilities. Can you talk a bit further about that
and how you mght set up the criteria and how you
m ght structure the determ nation process for that.

MS. FOX: Barbara's probably had nore
experience wth that clientele.
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M5. LEYSER  For all your other hardship

wai vers, it's self-certifying. 1 don't see any reason
why this would be any different. | don't see people
with mental inpairnents or the illiterate or people

who don't qualify as nmentally disabled but are
technol ogi cally adverse --

MR MASSANARI: That's fine. | wanted to
make sure that you were talking about self-
certification as the proposed reg provides.

M5. LEYSER Yes. W' re not tal king about
creating any separate class or second class set of
wai vers where they'd have to go through nore hoops.
It would all be part of the sane process.

MR, MASSANARI : That' s hel pful. Thank
you.

MS. FOX: You don't want to foster the
notion that governnent is coercing you into doing
sonet hing you absolutely can not or will not or don't
want to do. | know you want to save noney from not
having to mail out paper checks and to avoid the fraud
and the loss that goes with the paper system and
hopefully we can persuade people that they are in
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truth better off with direct deposit or electronic
deposit of their noney so that it's not stolen from
t he mai |l man goi ng down the street or that their famly
doesn't cone and clean themout the day they know they
got their check cashed.

There are real advantages here if we do it
right, but we don't want to set up a waiver system
where you either encourage people to |lie about the
reason they want it or nmake it different depending on
when sonet hing el se happens. That's just not doabl e.
Not a good i dea.

MS. LEYSER: The other piece that plays
intoit is along wth this public education canpaign,
| know that there seens to be this great hope on the
part of the governnment that a bunch of community-based
organi zations will volunteer their services to train
all these people and especially sone of these people
who ot herwi se mght claima hardshi p wai ver and how to
negotiate the system Local communi ty- based
organi zations are already stretched to the limt and
having trouble finding funding to do the work that
they' ve already taken on to do and | don't know -- |
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mean | would |ove to see that there's noney avail abl e
that we can tell these comunity groups that they can
apply for grants or sonmething to help do sone of the
training but I don't think that we can expect, even on
the voluntary accounts, that the banks are going to do
t he training.

It is not going to be like when EBT
started up and everybody got to cone in and get hands
on training and get all kinds of witten nmaterial that
may or may not have actually been witten at their
literacy level but were certainly witten at a better
| evel than what the banks provide you and I. | f
that's all people are going to get, there are going to
be a whole I ot of people out there that are going to
need to clai msone kind of hardship waiver but they're
not going to be able to figure it out and | don't
think you can rely on them rely on the Iocal Catholic
Soci al Services or any ot her comuni ty- based
organi zation to have the staff or resources to walk
all these people down to an ATMor a PCS and wal k t hem
t hrough t he process.

M5. LANE: A nunber of comments have been
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made about the public education canmpaign. M. Fox, |

thi nk you indicated that you thought we shoul d del ay

the canpaign until it was clear what the waivers m ght
be and M. Leyser | think disagreed wth that
suggesti ng t hat t he i nformation was needed

i medi ately. Wuld you care to conment ?

M5. FOX: We're both right.

(Laughter)

MS. LEYSER It's ny understanding that
you have in process contracts with public relations
folk to put out a big canpaign and that that canpaign
has not yet started. Am| confused or is that right?
That's correct. It concerns us that that canpaign
mght go forward with nessages that we hope wll
becone noot if you nodify the regulations to do what
we want you to do on waivers and that you're going to
be urging people to open accounts but not have the ETA
accounts ready to describe to people so that they
don't know that that's comng or that that would suit
t hem

If we don't change this waiver business,
once they obey that public education canpai gn and go
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out and open an account that turns out to cost too
much for them they can't go back. | feel bad about
t he public education canpaign. |If you would all would
swear here that you're going to change the banks to
make it so that people can change --

M5. LANE: Well, | don't think we can do
that but what we can tell you is that we intend to
i nvol ve organi zations in fornulati ng the nessages of
the public education canpaign, involve as nmany
organi zations, as nmany representatives as possible
with how this canpaign will work because we do see
this as key to getting the nessage out.

M5. LEYSER | think part of the problem
is that you have the official public education
canpaign which is your full blown canpaign which
really hasn't gone forward but then there's this
unofficial stuff or the mail stuff that are goi ng out
with checks now. Those have been stopped?

MR. HAMMOND: There aren't any currently
schedul ed ri ght now.

M5. LEYSER  Ckay. At one point, | know
that there was sonething on the table. Clearly,
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whet her it's your public education canpaign, clearly
you have been doing a very aggressive job of getting
materials out to the nedia so that there's been a | ot
of press coverage that nmay not understand all the
subt | eti es. Vell, may is not even accurate. That
does not understand all the subtleties that arouse
things like this ad to feed into it because there is
information out there. People are hearing that this
is comng and they're hearing it in a very shorthand
way which is that by January 1999 you' ve going to have
to have direct deposit and so whether your formal
canpai gn has gone forward or not, there is information
out there and the information that's out there is
i nconpl ete and inaccurate and | guess where we're
comng fromnow is saying that we can't wait for the
formal canpaign to go forward, that we need to do
somet hing now to get conplete and accurate information
and maybe it's going back to the notion of the mail
stuff or that yes, it's not going to be able to spel

out what all the waivers are but to tell people there
are going to be waivers, there is going to be this
governnment option, you don't need to rush into
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sonething right nowif you don't already have a bank
account. We wll be getting you nore information.

MR, STOUT: |"m getting the inpression
your mgjor concern in all of this rests with the
unbanked community and those rushing to do sonething
before --

M5. LEYSER  That's correct.

MR. STQUT: -- the options that may be
available to themare clearly firmed up. AmI| getting
the correct sense?

M5. LEYSER Yes, | think that's a mgajor
piece of it. | was just nentioning to Jean Ann and
this mght be a place to bring it up. M own persona
experience recently. | just becane the representative
payee for ny just becone adult son who is determ ned
to be eligible for SSA |, of course, as his rep
payee, was asked whether there was a bank account in
pl ace because it was after your deadline and el ected
direct deposit. | have yet to receive any kind of
award letter from SSA concerning the anmount of nonthly
benefits ny son is entitled to. | have yet to receive
anything that officially tells nme what the benefits
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were retroactive to.

Yet, just out of curiosity, because his
| ocal worker had told nme that yes, | just had to sign
this piece of paper nmaking ne the rep payee but yes,
he had been determned eligible, so just out of
curiosity a couple of weeks ago | did a bal ance
inquiry on that particular account and found that a
| unp sum had been deposited but | have nothing that
tells nme what | should have gotten, what that |unp sum
represents in terns of how many nonths are covered.
He has sonme limted earnings income so his benefits
probably vary nmonth fromnonth, but |I don't have any
i dea whether the anmount that was directly deposited
into this account is the correct anount.

MR. MASSANARI : As soon as we finish up,
we'll get together and we'll get you an award letter.

MS. LEYSER: But if this is how direct
deposit is working now, | would think it's got to be
causi ng real confusion out there.

MR MASSANARI: There are tines with sone
of the disability awards where the letters are com ng
out after the nonies are deposited because the nonies
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are deposited fairly quickly and the two things need
to conme together. You're quite right. But we can
certainly --

M5. LEYSER The noney's been there for at
| east three weeks now and | still haven't gotten
anything official in the mail.

MR MASSANARI : That is not typical
certainly of retirenment survivors insurance. It tends
to be nore typical of disability paynments

Let ne go back for just a nmonent to the
i ssue though about public information and public
education. | assume your concern again is just with
t he unbanked and the focus that we have right now on
encouragi ng current beneficiaries to opt for EFT when
they already have accounts is not a problemfor you.
That's not a concern.

MS. LEYSER: Vell, if you take care of
getting your notices out tinely, | mean yes.

MR. MASSANARI : That's a separate issue.

M5. LEYSER No. | nean seriously based
on what | have just gone through, | would have to say
i f someone asked ne should they do it, | would have to
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put a question mark there.

MR, MASSANARI : But |I'm tal king about
t hose persons who are already receiving benefits via
paper check and converting over. That issue then of
an award letter is immaterial. |It's not relevant at
that point, and that's the focus that |'m talking
about in terns of public information.

M5. FOX: The only catch there is at sone
point in the future the bank account may becone
unaf f or dabl e because the bank was bought out, nerger,
cl osed.

MR. MASSANARI: | appreciate that issue.

M5. FOX: And so you've got to fix this;
you can't ever go back problem with the financial
har dshi p wai ver because even the bank recipi ents m ght
be caught in a situation where they can never get a
paper check again regardl ess of what happens to them

M5. LANE: Any ot her questions?

MR. HAMMOND: | just had a request if |
could of M. Leyser. Rat her than to go into great
detail today on the legal conplexities of attachnent
and how attachnent works relative to Social Security
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and its enabling statute, if you could in your coment
|l etter provide a fairly detailed discussion of your
interpretation of that, that would be very hel pful for
us as we go forward.

M5. LANE: GCkay. Thank you, Panel #2. W
will take a brief five mnute break to set up for
panel #3.

(Of the record for a 13 mnute break at
11:43 a.m)

MS. LANE: Panel #3 consists of Brian
Satisky who's the President of the Maryland Check
Cashers Association, Frank Anoruso, Senior Vice
President, Check Free Corporation, and Don G aves
President of the Organization for New Equality. M.
Sat i sky.

MR. SATI SKY: Thank you. Good norni ng.
My name is Brian Satisky. |'mthe President of the
Maryl and Check Cashers Associations and a nenber of
the board of directors of the National Check Cashing
Associ ation. M conpany, Coleen Inc., is |ocated here
in Baltinore. W operate five check cashing outlets
and provide many ot her financial and public services.
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|"mtestifying here today on behal f of the
Nat i onal Check Cashers Associ ation, NCCA, the
pr of essi onal organi zation representing check cashers
in 35 states. Qur financial service centers are the
| ocation of choice for many Anericans, both with and
wi t hout bank accounts, who choose to pay for their
financial activities on a transaction basis.

Check cashers have always been able to
adapt to neet the needs of our custoners, and we are
diligently working to respond to the federal paynents
mandat e of Debt Collection Inprovenent Act of 1996.
NCCA has appoi nted a Federal Paynents Task Force which
is evaluating proposals to work wth financial
institutions to continue to serve our custonmers who
recei ve federal paynents. W are working with sone of
the nation's leading financial institutions to bring
efficient, cost effective service to our custoners.

In June we issued a request for
information to the financial service comunity seeking
proposals for electronic distribution of federal
paynments using thousands of our convenient and safe
| ocations throughout the United States as distribution
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poi nts. We received nine responses and during the
past several nonths we have nmet with these respondents
and are now carefully evaluating each of the
pr oposal s. Each proposal would ensure that the
recipient's funds woul d be protected by FD C insurance
and neet all Regulation E requirenents.

The check cashing industry was anong the
first to help develop the el ectronic paynent service
for custonmers. Every nonth in New York Gty under the
el ectroni c paynent transfer systemwe deliver mllions
of paynents to public assistance recipients as part of
a programthat was put in place in 1985, |ong before
EPT was being discussed in Wshington and are
devel opi ng innovative prograns to provide ATM and
ot her electronic services to our custoners.

W will nmake further comments in detail on
the proposed regulations after careful review and
di scussi on anong our nenbers, but let ne nmake sone
observati ons about the proposal s rel eased on Sept enber
16t h.

We believe that the regulation should
provide for the wdest range of choices for the

NEAL R. GROSS

COURT REPORTERS AND TRANSCRIBERS
1323 RHODE ISLAND AVE., N.W.
(202) 234-4433 WASHINGTON, D.C. 20005-3701 www.nealrgross.com




10

11

12

13

14

15

16

17

18

19

20

21

22

94

consuners and their delivery of paynents. Sone
benefit recipients who don't have bank accounts may
choose to obtain themalthough that option has al ways
been available to them Qhers nmay opt to utilize the
Treasury's proposed electronic transfer accounts.
What we as check cashers want is the right to provide
addi tional convenience or value added services to
those custonmers who choose to patronize our
busi nesses.

Qur custoners today utilize our service
because we provide personal service, |onger hours,
convenient |ocations, and offer nore security than
free standing ATMs. W al so provide a | arge nunber of
auxiliary services including utility paynents, sale of
nmoney orders, wire transfers, auto registrations and
transit fare sales. In order to receive these
services, custoners are very wlling to pay a
reasonabl e transaction fee.

Proposed regulations |eave open the
qguestion of wheyther our nmenbers would be permtted to
participate in the ETA program The Depart nment
requests comments on that issue. It won't cone as a
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surprise to you that we would like the option to be
included as the end points to deliver benefits to
t hose who choose to conme to us. As | understand the
proposal, the ETA will be established for individuals
who don't act to arrange direct deposit or request a
hardshi p wai ver. Shouldn't they have the opportunity
to decide for thenselves whether to receive their
funds in a bank or through a check casher?

Check cashers should be permtted to nmake
an arrangenent with a depository institution that
recei ves t he f unds t hr ough t he aut onmat ed
cl eari nghouse. Check cashers are not asking to be the
exclusive outlets for funds. W ought to be an option
for those individuals. W could be conpensated either
through a fee paid by the institution or by a fee paid
by the recipient who is wlling to pay for the
conveni ence.

W are pleased that the proposed
regul ati on does not anticipate restricting the right
of check cashers and others to partner with banks to
deliver the services to these individuals who receive
federal paynents. It is certainly a good public
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policy to provide alternatives for recipients but
beyond that, any such restriction would threaten sonme
other initiatives we are undertaki ng.

For exanple, in sone areas we have begun
to install ATMs in our stores to provide persona
service in a secure environment. |If Treasury were to
deny us the right to contract w th banks where account
hol ders have direct deposit, then any account hol der
who receives a federal paynent woul d be deni ed access
to our ATMs. | also assune that any such restriction
woul d mean that no grocery store could provide an ATM
service to bank account holders receiving federa
payment s.

The Departnent has announced that it wll
design an ETA program that wll provide services at
reasonabl e cost to the consuner. The Departnment wl|
have to be careful not to provide so many benefits
that the cost nmust be raised to unreasonable |evels.
The federal EPT pilot in Houston, | understand,
eventual |y had to i npose charges on consuners that had
not been anticipated at the pilot's inception. W
woul d be concerned if the ETA offers a great deal of
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service, nunerous free transactions for exanple, and
then eventually raises fees as true costs are |later
determ ned. That situation would result in our |oss
of business and could result in sonme business
cl osures. Then, after ETA fees are raised, our
| ocations would not be there to provide those much
needed servi ces.

Some wi tnesses have questioned the fees we
charge for cashing checks and I'd like to respond to
that concern. The typical fee for cashing a payrol
or governnent check is one to two percent. Sone check
cashers will cash personal checks but nmust charge a
hi gher fee due to the obvious risk. These are
reasonabl e fees when one considers that we provide
personal service, nust borrow our funds from banks and
pay for arnored car services, rent, heat and insurance
and, wunlike a bank, we do not have any of the
custoner's noney on account. The point is that, like
any other business, the cost to the consuner is the
result of the cost of delivering the service and a
reasonable return to the check casher.

In 13 states our fees are regulated. In
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all states there's conpetition anong check cashers and
wth other entities. Goceries stores, for exanple,
cash far nore checks than we do. No check casher
coul d charge above the market rate for very |long and
stay in business. |In fact, in some regul ated states
there is conpetition below the regul ated fee cap.

In some of the criticismof our industry
| perceive an assunption that our custonmers are not
astute enough to understand the value of obtaining
financial services from a bank and need to be
protected fromtheir own bad decisions. | have nore
respect for our custoners than that. It is not at al
unreasonabl e for an individual who only has to make a
few paynents a nmonth or can't wait for a check to
clear or wants a friendly personal service in his or
her own | anguage to conme to a check casher. People
are wlling to pay a nodest fee for service,
particularly if they have been subject to bank
overdraft charges in the past.

The proposed regulations permt |ibera
waivers and would permt recipients of federal
paynents to continue to receive their paper checks if
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they certify that. They would ot herw se face vi gorous
and geographic or financial hardship. W believe this
is awse policy. W think many people will decide to
open accounts but there will remain sone of which
el ectroni ¢ account woul d i npose a hardshi p.

Thank you for your tinme and |I'd be pl eased
to answer any questions |ater.

M5. LANE: Thank you.

M. Anoruso.

MR. AMORUSO. Thank you. Good norni ng.
" m Frank Anmoruso with Check Free Corporation, Senior
Vice President in charge of the division here in
Baltinmore. [1'd like to thank you for the opportunity
to comment on the proposed ruling by the Treasury
Depart nent .

I'd like to give you a little bit of
background about who we are quickly and then cover our
poi nt here. Qur corporation was founded in 1981 and
is based in Atlanta. W are the |eading provider of
el ectroni c commerce processing services and software
products for nore than 850 financial institutions, 2.1
mllion consuners and 1,000 businesses. Check Free
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desi gns, devel ops and markets services that enable its
custonmers to make el ectronic paynents and col | ecti ons,
aut omat e paper-based recurring financial transactions,

conduct secure transactions on the Internet.

Through our processing -- we provide
financial institutions wth wunrestricted access,
choice and control. By access, we nean we provide
hone banking, bill paynent presentnent, web investing
and busi nesses and consuners can pay any bill on tine
t hrough any paynment network. By choice, we nean

financial institutions, brokerage firns and busi nesses
have conplete freedom of choice in what financial
el ectronic commerce services or software solutions
they select including Quicken, Mney '97, Managi ng
Your Money and several others including privately
branded sol uti ons.

By control, we nean financial institutions
mai ntain control over what they offer their consuner
and business custoners. Utimtely, our role is to
provi de our custoners, the financial institution, with
solutions for their custonmers and to do that in a
transparent, behind the scenes manner.
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To that end, we would like to offer our
observations and suggestions during this comrent
period. W've noted fromthe nmandatory EFT study done
by Booz Allen in Septenber of this year that FM
contracted for a four phase research effort to shape
the future marketing efforts for individual recipients
of federal benefit checks. W noticed in the study
findings that the characteristics of benefit check
recipients fromdifferent progranms vary considerably
according to the results fromall four phases of the
research.

In particular, however, we noticed the
findings of why sonme recipients do not have bank
accounts. The research indicates that this group is
younger, |ower incone, nore often than not a racial or
ethnic mnority, less educated, nore likely to be a
single parent than those with bank accounts. W also
notice that this is the inclusion of this group that
Under Secretary Hawk has noticed is the nost
significant social challenge of this |egislation.
Based on the focus group and the reasons given, the
maj or reason that this group does not have bank
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accounts is financial rather than a fear of security
or of not being educated on the benefits of direct
deposit.

Check Free Corporation offers the ability
for anyone to pay their bills at a fraction of the
cost of a paper transaction, exactly the sanme goal
that Treasury is attenpting to achieve. W can offer
this service through traditional ECH or the Internet.
We can build a platformfor the federal governnent to
initiate paynents on secured basis at a cost that
woul d make it feasible for these non-banked recipients
to afford an account at any financial institution.

The specifics of our strategy and
execution would be better discussed in a different
forum but our purpose today is to request that in your
ruling Treasury consi der maki ng non-financial entities
such as Check Free eligible to receive such deposits
in order to nmake it economcally feasible for the non-
banked to participated in EFT 99.

Because  of Check Free's fiduciary
responsi bly wth maj or banks and fi nanci al
institutions, we are uniquely positioned to provide
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val ue added marketing resources to interface wth
financial institutions to effectively comrunicate a
neutral nmessage to the afore-nentioned group of non-
banki ng reci pients. Mst inportantly, Check Free has
the experience and expertise to provide a total turn
key solution to neet the new federal governnent
requirenents.

In general, what we'd like to say is that
the big concern or one of the big concerns is security
and cost and Check Free having done for over 16 years
can be a part of that if the |egislation does not |ock
us out of that. Thank you.

M5. LANE: Thank you.

M. Gaves.

MR CGRAVES. Thank you. Please forgive ne
if nmy voice begins to fade by the end of this. I
think after three weeks of screaming at the TV and
stress watching ny teamlose the Wrld Series, ny body
is beginning to take it out on ne.

The Organi zation for New Equality thanks
you for the opportunity to present testinony today
regarding the inplications of EFT 99 on |ow and
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noder ate i nconme comunities and communities of color.
Organi zation for New Equality or ONEis a multi-racia
organi zati on whose top priority is expandi ng econonic
opportunity to people who have historically been
excl uded fromthe econom c nmainstream Established in
1985 by the Reverend Doctor Charles R Stitt as a
nonprofit organization, ONE is working to devel op and
i npl ement new econom c strategies to pronbte equa
opportunity, greater access to credit and capital for
all communities and to encourage change. | did want
to thank you for the pronotion to President of ONE
|'"m actually just the Vice President. | think
Reverend Stitt would be a little bit upset with that.

EFT 99 offers the possibility of making a
real change in the ability of unbanked consuners to
access financial services and to enter the economc
mai nstream Furthernmore, the program provides
additional levels of safety for recipient funds and
may enhance consuners' ability to conduct their
financial transactions efficiently and at a reasonabl e
cost. However, we nust recognize the many barriers
whi ch nmust be overcone |est the program provide no
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actual benefit to consuners.

Though the rul es proposed by Treasury are
good and headed in the right direction, it 1is
inmportant to refine many of the specific provisions of
t he proposed regul ations to ensure that consuners and
communities are adequately protected and will be able
to use their programto their advantage.

I'd like to second the remarks of ny
col | eagues fromearlier this norning and I'Il try to
[imt ny testinony to those areas | feel to be nost
inportant so as not to be overly repetitive.

We feel that the proposed rules nmay not
guarantee that all individuals wll have access to
such an account at a reasonable cost and are given the
sane consuner protections with respect to the account
as other account holders at the sane financial
institutions. Under the proposed regulations,
Treasury would only allow waivers to those persons
with an account prior to July 26, 1996 if EFT 99 woul d
I mpose a physical or geogr aphic barrier.

Unfortunately, this would not allow for
wai vers to individual s based upon other barriers such
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as econom c hardship, nental disabilities, literacy
problens as well as |anguage barriers. Equal |y
problematic is the fact that under the proposed rul es
anyone who establishes or who has established an
account pursuant to EFT 99 followi ng the July 26, 1996
date woul d apparently be unable to receive a waiver
for any reason.

The rules as currently proposed will not
al | ow those who currently have accounts wi th financial
institutions or those who establish such accounts
pursuant to EFT 99 to opt into the ETA accounts. This
provi sion seens to defeat one of the avowed purposes
of EFT 99, to pronpote the entrance of the unbanked
into the econom ¢ mai nstream especially where the use
of a recipient's own voluntary account proves to be
more costly or provides few protections than do the
ETA accounts.

Unless Treasury plans to regulate
vol untary accounts established pursuant to the rules
without the ability to opt into ETA accounts, paynent
recipients may face the prospect of paying exorbitant
fees for unregul ated accounts or may be effectively
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prevented fromseizing this opportunity to nove into
t he econom ¢ mai nstream

The accounts currently bei ng desi gned by
Treasury to neet the needs of the unbanked nust be
structured such that federal paynent recipients wll
be able to access their funds conveniently, safely and
at a mniml cost and nust receive the sane
protections as any other banking custoner. As
previously nentioned, the act itself requires that
recipients be provided access through EFT 99 at a
reason able cost and with the sane protections as
others. In order to acconplish these goals, the ETA
accounts nust have nonthly service fees set at a bare
mnimumto ensure that recipients are not forced to
seek a wai ver due to econom c hardship sinply because
of the way the accounts are structured.

Mor eover, Treasury should seek to create
an account and will provide the maxi num nunber of
mont hly wi t hdrawal s possi bl e. This in effect wll
help to encourage recipients to maintain noney in
their accounts for |onger periods during the nonth in
turn providing financial institutions wth the
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opportunity to make a greater profit through the
float resulting in lower nonthly servicing costs.

Treasury's procurenent of the ETA accounts
must al so ensure that adequate geographic access is
provi ded and that direct access to funds through the
vendor, financial institution, is available. Wile it
is certainly helpful for recipients to be able to
access their funds at a | arge nunber of facilities, be
they ATMs or POS termnals, it is nost inportant that
these recipients have the ability to access their
funds directly fromthe financial institution w thout
the need for an internediary such as a fringe banker,
check cashers, rent to own stores and the |ike, where
excessive fees may be charged to recipients for the
access to their funds.

The public education canpaign nust be
conpr ehensi ve and provi de paynents recipients with al
information to ensure that the nmake reasoned and
i nformed deci sions. Wiile it is inportant that
Treasury structure the ETA accounts sooner rather than
|ater, it has recently cone to our attention that a
number of fringe banking institutions have begun a
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public disinformati on canpaign to scare consuners into
establishing accounts through those fringe bankers
where fees may be nuch greater than that of other
accounts and where access may be to a much | esser
extent. This attenpt to obfuscate and deceive
consuners i s deplorable and nust be headed off by the
Treasury educati on canpai gn.

Though we still believe it to be inportant
for the specifics of the ETA account to be established
bef ore education begins about those accounts, it is
nore inportant for Treasury to informthe public of
the fact that these accounts do exist and will be
provided at a lot cost, easy access basis as an
alternative to accounts being created by other
institutions which are not insured, regul at ed
depositories.

It should be clearly noted that both the
i nmpl enentation of EFT 99 as well as the public
educati on canpai gn nust recogni ze the many options in
educating consuners around EFT 99. Though Treasury
has entered into a contract to inplenment the canpaign
this nust not be viewed as the only neans or best
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means of reaching people in a nunber of our nation's
communities. A nunber of possible alternatives woul d
be providing training through preexisting community
prograns, education canpai gns established by consuner,
communi ty, church or other |ocal and regional groups
that have direct contact with nmany of the recipients.

Though the i npl enentati on of EFT 99 can be
positive, the governnent nust be certain that it does
not result through deficiencies in either the rules
t hensel ves or the public education canpaign in the
estrangenent of a large portion of our nation's

unbanked and | ow and noderate i ncone communities from

the Dbenefits of long-term relationships wth
mai nstream financial institutions. W nust al so
ensure t hat consuners are not forced into

relationships with unregulated institutions whose
interaction with community is solely to obtain the
maxi mum anount of profit.

As we have stated throughout our
di scussions wth Treasury around EFT 99, the
governnent should not be in the business of forcing
consunmers into the arns of institutions which the
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government has no ability to oversee due to cost
concerns or inadequate education or training.

Once again, we thank you for the
opportunity to present our views on the proposed rul es
and |l ook forward to the final rules. Please feel free
to call on us at any time to provide additional
information. Thank you.

M5. LANE: Thank you, panelists. W'Ill go
to questions fromthe governnent panel now.

MR HAWOND: |If | could ask a question of
M. Anoruso and specifically when you tal k about Check
Free's ability or interest in participating in the
of fering of accounts, | guess there are two questions
|'"d like to break that into. In the first, do you
envision that role being in both the voluntary as well
as the governnent provided ETA account and then ki nd
of the followon question would be that given the
current state of the financial i1industry, presunmably
there would be a financial institution involved in
this process or, if not, if you could explain briefly
how t hat woul d wor k.

MR.  AMORUSO Yes. In response to the
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first question, yes, we would do both the federal and
voluntary. Secondly, and | think your nore inportant
guesti on, there wuld always be a financial
institution involved. Wat we bring to the table, an
organi zation such as ourselves, is that sonme of the
feedback that you mght get and that we feel that
we've heard from the financial institutions is the
cost involved wth providing this service, the
el ectronic transfer and ETA, is substantial to the
bank wherein we already have the infrastructure, we
have the servers in place and all the technol ogy and
we make these transactions daily, mllions of them
W feel like that's where we can bring a benefit.
W' re tal king pennies versus |arger nunbers if you go
strictly wwth a financial institution.

MR. HAMMOND: Thank you very nuch.

MR NMASSANARI : M. Satisky, | have heard,
and I'm asking for clarification here, through sone
past material that we nmay have seen that | can't place
nmy finger on at the nonent that a substantial nunber
-- and | don't know how to define that -- of custoners
of organizations |ike yours do have a bank account but

NEAL R. GROSS

COURT REPORTERS AND TRANSCRIBERS
1323 RHODE ISLAND AVE., N.W.
(202) 234-4433 WASHINGTON, D.C. 20005-3701 www.nealrgross.com




10

11

12

13

14

15

16

17

18

19

20

21

22

113

choose to use the services of your organization. Do
you have any figures that mght shed |ight on that of
where they do have a financial institution, a
relationship with a financial institution and yet
choose to use check cashers?

MR. SATI SKY: There was a Roper survey
done several years ago that declared that two-thirds
of custoners who use our services also had active bank
accounts, to imedi ately answer your question. As to
why | think those answers are relatively sinple
because of the convenience, the extensive services
that we offer that banks do not, the nere fact that in
nost cases the evolution of the noney order, for
i nstance, those who do not have checki ng accounts and
have been buying noney orders to pay their bills.
Money orders at banks now are about $2 or $2.50 on an
aver age whereas | know we have | ocations we give noney
orders away for free. Qur highest price is 19 cents.
So in those kind of situations, we have filled a void
where sone banking exanples sinply have seen their
best time within the banks and have gone to us for
t hose services.
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M5. LANEE M. Gaves, you nentioned that
you thought there should be as many w thdrawal s as
possible in the ETA account so that individuals would
| eave the noney in there for savings purposes and al so
you nentioned that the bank woul d get the float from
t hat . What kind of nunber are you thinking of?
You' ve heard earlier today the nunmber 10 nenti oned,
t he nunber four was nmentioned. Do you have an idea on
t hat ?

MR GRAVES. | don't knowif | could pick
one specific nunber right now | think that that's
sonet hing that we need to | ook into weighing the types
of costs that woul d be charged. Further discussions
wi th banks and | ooking at the study that was done in
Texas and trying to weigh those. | think that
sonewhere between four and 10 is definitely reasonable
but | can't give you an exact nunber right now.

MR STQUT: | think M. Satisky nentioned
this in his testinony if | jotted down ny notes
correctly but 1'd just like to address this one to the
whol e panel. Balancing the cost to the services is
sonmething that's going to have to be very carefully
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done with respect to the ETA account and | woul d just
like the panel to give us sone input. G ven the
bal ance, would you balance it nore towards | east cost
and fewer services or nore services and higher cost?

|"d just like to get sone feel from your perspective

on that.

MR. SATI SKY: |'d be happy to respond
first on that. | would just tell you that the check
cashing industry in general 1is very open-m nded
concerning this issue and we are certainly willing to

negotiate any fair eventual price that would cone down
the line after those costs are examned. | don't have
a nunber for you. It's inpossible for ne to get a
nunber for you today as to what our intentions areas
to what we would be |ooking for as a cost because we
have no idea at this tine what the volunmes would be
and what the hidden costs to run such a service would
be but I would tell you that certainly our intention
is to be open-m nded and very negoti abl e.

MR AMORUSO 1'd sinply say that | concur
with that at this point. Wat we brought to the table
is that organizations such as ourselves would be
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considered the pricing, the cost, which way we woul d
try to influence it. At this point, | don't think I
coul d say anything about it.

MR GRAVES: Wile we do believe that the
maxi mum anount of benefits are very inportant, | think
that it's perhaps even nore inportant for our
constituents who are | ow and noderate i ncone consuners
that cost be kept at a mninmum And this may be
sonething that Treasury may be able to work out with
banks that are perhaps providing accounts such as
direct deposit too wherein the ETA accounts may be the
baseline in terns of cost and financial institutions
may be able to provide other accounts that may charge
slightly higher fees but will be able to provide
greater services.

MR. HAMMOND: M. G aves, there's been a
recurring comment today tal king about the need to
br oaden sone of the waivers and there's one area in
particular 1'd just like to explore a little bit
further and that is the differentiation of the
question dealing wwth a waiver based on literacy as
opposed to | anguage fluency and | guess if you could
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el aborate a little bit on the need, whether or not
it's truly related, whether from your standpoint the
interest is nore in a question of literacy regardl ess
of the language in which one mght be literate as
opposed to a question of English fluency.

MR CGRAVES. Fromour perspective, | think
it's both issues that are inportant because there are
a significant nunber of people in the country who are
illiterate in English and English is their primry
| anguage. At the sane tinme, the |anguage barriers,
Engl i sh being the | anguage that oftentinmes is provided
at ATM term nal s. W would like to see sone sort of
wai ver provision such that people who don't
necessarily speak English or Spanish or any of the
ot her | anguages that are often provided at ATMs woul d
be able to opt out.

MR. HAMMOND: Thank you.

M5. LANEE M. Satisky, you nentioned that
nmoney transmtters are regulated by states and | think
you nentioned a nunber. | don't renmenber that. But
what woul d your comrent be if the federal governnent
said it was looking for sone sort of wuniform
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st andar ds?

MR SATISKY: First | would tell you that
they already have it. The 13 states that | nentioned
are state regulated, but | wll tell you that all
states follow the sane regul ati ons that nmany banks and
ot her financi al institutions do, that Maryland
currently does right now, in the respect that if
sonmebody woul d conme in to do a transaction in excess
of $10,000, we have to file TTRs the sanme as any bank
or any other depository institution would. W have to
| og nysterious or excessive noney order purchases and
those kinds of things to prevent any kind of noney
| aundering and we are very, very adamant about that
and so in many cases, even if the particular state is
unregul ated by the state, we at all time shave to
abi de by federal guidelines and federal regulations
which are currently in place and we would have no
objection incidentally if there was a -- and | believe
they're in the process right now -- of a nationa
regi strar of check cashing and nonbanki ng financi al
institutions. W would absolutely have no objection
to that. In fact, we encourage that. W encourage
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t hat .

MS. LANE: Thank you. Any ot her
questions? Thank you very much, Panel #3. That w |
concl ude the hearing for today. Let nme rem nd you
that there will be a transcript available within two
weeks of today and you can check our web site or, as
| indicated, |let a Treasury representative know if you
woul d like to receive a paper copy.

Thank you.

(Wher eupon, the hearing was concl uded at

12:26 p.m)

NEAL R. GROSS
COURT REPORTERS AND TRANSCRIBERS
1323 RHODE ISLAND AVE., N.W.
(202) 234-4433 WASHINGTON, D.C. 20005-3701 www.nealrgross.com




